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SUBJECT: BRASILIAN COFFEE DEVELOPMENT: RIO TRADE VIEWS 

REF: BRASILIA 6165 

FOLLOWING MESSAGE PREPARED BY AMCONSUL RIO DE JANEIRO: 

SUMMARY: RIO COFFEE EXPORTERS, IN CONVERSATIONS WITH 
CONGEN OFFICER, HAVE BEEN VERY CRITICAL OF GOB COFFEE 
MARKETING POLICY. THERE IS NO DETAILED CONSENSUS ON 
WHAT TACTICS BRAZIL SHOULD USE BUT INTERVENTION BY GOB 
THROUGH INTERBRAS IN NEW YORK MARKET IS CONSIDERED CON- 
FRONTATIONAL AND UNLIKELY TO SUCCEED SINCE, IN TRADERS' 

VIEW, USG HAS AND WILL COUNTER-INTERVENE TO KEEP PRICES 
DOWN. END SUMMARY. 

1 . RECENT SHARP COFFEE PRICE DECLINE ON INTERNATLONAL 
MARKET AND ONE-MONTH EXTENSION FOR DELIVERIES ON NEW 
YORK JULY CONTRACTS HAVE UPSET RIO COFFEE TRADERS. 
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TRADE SOURCES CONTACTED BY CONGEN HAVE EXPRESSED DISMAY 
OVER WHAT THEY CONSIDER CHANGES IN THE RULES OF THE GAME 
REGULATING THE NEW YORK MARKET. MORE CYNICAL TRADERS SEE 
THESE MARKET DEVELOPMENTS AS MANEUVERS ON PART OF THE USG, 
ACTING THROUGH THE LARGE AMERICAN IMPORTERS, TO COUNTER 
BRAZILIAN AND EL SALVADORIAN ATTEMPTS TO DEFEND INTERNATIONAL 
COFFEE PRICES. THESE SOURCES WERE VERY CRITICAL OF GOB 
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OFFICIALS RESPONSIBLE FOR BRAZILIAN COFFEE POLICY AND CON- 
SIDERED CALAZANS, BRAZILIAN COFFEE INSTITUTE (IBC) PRESIDENT, 
AND CALMON DE SA, MINISTER OF INDUSTRY AND COMMERCE TOTALLY 
INEXPERIENCED IN COFFEE MATTERS AND INCAPABLE IN PRESENT 
SITUATION. AS AN EXAMPLE, ONE PROMINENT EXPORTER NOTED 
THAT CALMON DE SA DECRIES U.S. GOVERNMENT INTERVENTION IN 
THE MARKET AND, AT THE SAME TIME, CALLS FOR CHANGES IN THE 
INTERNATIONAL COFFEE AGREEMENT TO PERMIT DIRECT GOB INTER 
VENTION. SEVERAL CONTACTS SUGGESTED THAT IT WAS TIME FOR 
BRAZIL AND THE U.S. TO NEGOTIATE AN ARRANGEMENT THAT WOULD 
AVOID CONTINUAL CONFRONTATIONS IN THE MARKET. 

2. OPINIONS DIFFER ON SHORT-TERM PRICE TRENDS. ONE 
EXPORTER CLAIMED THAT PRICES WOULD NOT STAY BELOW $2 PER 
POUND FOR ANY SIGNIFICANT TIME AND, IN FACT, GOB’S PRE- 
DICTION OF PRICE RISE BY SEPTEMBER WOULD PROVE OUT. OTHER 
TRADERS WERE MORE CAUTIOUS. ALL AGREED, HOWEVER, THAT $3.20/ 
POUND MINIMUM EXPORT PRICE IS UNREALISTIC. ONE POSSIBLE 
OPTION FOR GOB TO AVOID DOWNWARD PRICE PRESSURE ,IF MINIMUM 
EXPORT PRICE WERE REDUCED, IS SIMULTANEOUSLY TO INCREASE 
THE SUPPORT PRICE (SUGGESTED NEW LEVEL WAS CR$ 2000, 

CURRENT LEVEL IS CR$ 1250). THIS ACTION WOULD INCREASE 
PRODUCER ABILITY TO HOLD COFFEE OFF THE MARKET UNTIL 
PRICES INCREASE TO WHAT GOB CONSIDERS ADEQUATE LEVEL (I.E., 

THE NEW MINIMUM EXPORT PRICE). IN THIS SCENARIO GOB WOULD 
ALSO LOWER THE CONTRIBUTION QUOTA. 
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3. RIO TRADE SOURCES HAD FEW COMMENTS ON RECENTLY- ANNOUNCED 
BANKRUPTCY OF LEITE BARREIROS, BRAZILIAN COFFEE EXPORTING 
FIRM. ALTHOUGH ALL AGREED THAT COFFEE MARKET DEVELOPMENTS 
WERE PARTLY RESPONSIBLE, TRADE SOURCES POINTED TO BARREIROS' 
INVOLVEMENT IN NON-TRADITIONAL (E.G., OUTSIDE THE COFFEE 
SECTOR) ACTIVITIES AS CHIEF REASON FOR DOWNFALL. REPRCUS- 
SIONS ON OTHER FIRMS ARE EXPECTED TO BE MINOR. ONE SOURCE 
NOTED THAT, IF ANY BIG FIRMS OR BANKS WERE ENDANGERED, THE 
GOB WSHOULD BAIL THEM OUT. 

4. COMMENT: IN THE CURRENT MARKET SITUATION, EXPORTER 
COMPLAINTS ARE TO BE EXPECTED. WHAT IS SOMEWHAT SURPRISING 
IS THEIR VEHEMENT CRITICISM OF GOB POLICYMAKERS IN THE COFFEE 
SECTOR AND THEIR LACK OF SUPPORT FOR RECENT GOB EFFORTS TO 
"DEFEND" INTERNATIONAL COFFEE PRICES. 

END COMMENT. 

5. REPLY TO REFTEL NEEDED URGENTLY. DEPARTMENT WILL 

NOTE FROM THIS MESSAGE THAT VIEW THAT USG IS ACTING TO DEPRESS 
COFFEE PRICES IS WIDELY HELD BY COFFEE TRADERS. THIS ADDED TO 
BRAZILIAN PRESS CLAIMS AND HIGH-LEVEL GOB CHARGES INTENSIFIES OUR 
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NEED FOR INFORMATION AND CLARIFICATION. 

RUSER 
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